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CHAPTER  VIII— LOW  INCOME  HOUSING. 
DEPARTMENT  OF  HOUSING  AND  UR¬ 
BAN  DEVELOPMENT 

[Docket  No.  R-77-4761 

PART  885 — LOANS  FOR  HOUSING  THE 
ELDERLY  OR  HANDICAPPED 

Cost  Limits 

AGENCY:  Department  of  Housing  and 
Urban  Development. 

ACTION :  Final  rule. 

SUMMARY:  This  rule  amends  regula¬ 
tions  for  amount  and  terms  of  financing 
requirements  to  increase  the  dollar 
amount  of  the  maximum  loan  amounts 
available  to  finance  projects  for  the 
elderly  and  handicapped  under  the 
Housing  Act  of  1959. 

EFFECTIVE  DATE:  November  2, 1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Mr.  George  O.  Hipps,  Jr.,  Director,  Of¬ 
fice  of  Loan  Origination,  Housing  De¬ 
partment  of  Housing  and  Urban  De¬ 
velopment,  Washington,  D.C.  20410, 
202-755-5720. 

SUPPLEMENTARY  INFORMATION: 
Because  of  the  necessity  to  provide  sec¬ 
tion  202  applicants  with  the  benefits  of 
these  changes  as  soon  as  possible,  this 
final  rule  shall  be  made  effective  im¬ 
mediately  upon  publication.  To  enable 
field  ofiBces  to  continue  orderly  process¬ 
ing  of  section  202/8  proposals  submitted 
during  FY  76  and  the  Transition  Quar¬ 
ter,  section  202/8  applications  which 
have  reached  initial  closing  as  of  the  ef¬ 
fective  date  of  this  amendment  shall  not 
be  reprocessed  under  the  amended  cost 
limits.  Projects  which  have  not  reached 
initial  closing  as  of  this  date,  and  all 
projects  funded  in  FY  77,  shall  be  proc¬ 
essed  under  the  amended  cost  limits. 

The  Department  has  determined  that 
this  Final  rule  will  not  have  a  significant 
impact  upon  the  quality  of  the  environ¬ 
ment.  A  Finding  of  Inapplicability  with 
respect  to  the  National  Environmental 
Policy  Act  of  1969  has  been  made  in  ac¬ 
cordance  with  HUD  procedures.  A  Find¬ 
ing  of  Inapplicability  will  be  available 
for  public  inspection  during  regular  busi¬ 
ness  hours  in  the  Office  of  the  Rules 
Docket  Clerk,  OflBce  of  the  Secretary, 
Room  5218,  Department  of  Housing  and 
Urban  Development.  Washington.  D.C. 
20410. 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  infiatlonary  impacts  of  this  final 
rule  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Accordingly,  24  CFR  Part  885,  Subpart 
D,  §  885.410  is  amended  to  read  as  fol- 
*  lows : 

§  88.7.410  Amount  and  terms  of  financ¬ 
ing. 

ia)  The  amoimt  of  financing  ap- 
'  proved  shall  be  the  amount  stated  in  the 
Notice  of  Section  202  Fund  Reservation, 
including  any  increase  approved  by  the 
Assistant  Secretary  or  field  office  prior 


to  the  final  closing  of  a  loan:  Proivded, 
however.  That  the  amoimt  of  financing 
provided  shall  not  exceed  the  lesser  of 

(1)  The  dollar  amounts  stated  in  sub¬ 
paragraphs  (c)  through  ig)  of  this  sec¬ 
tion,  or. 

(2)  Hie  total  Develc^Jment  Cost  of  the 
project. 

(b)  *  *  * 

(c)  For  such  part  of  the  property  or 
project  attributable  to  dwelling  use  (ex¬ 
cluding  exterior  land  improvement  as  de¬ 
fined  by  the  Assistant  Secretary)  the 
maximum  loan  amount,  depending  on 
the  number  of  bedrooms,  shall  be: 

(1)  $19,000  per  family  unit  without  a 
bedroom; 

(2)  $21,500  per  family  unit  with  one 
bedroom; 

(3)  $25,000  per  family  unit  with  two 
bedrooms. 

(d)  In  order  to  compensate  for  the 
higher  costs  incident  to  construction  of 
elevator  type  structures  of  sound  stand¬ 
ards  of  construction  and  design,  HUD 
may  increase  the  dollar  limitations  per 
family  unit  as  provided  in  paragraph  (c) 
of  this  section,  not, to  exceed: 

(1)  $21,700  per  family  unit  without  a 
bedroom; 

(2)  $24,900  per  family  unit  with  one 
bedi'oom ; 

(3)  $30,800  per  family  unit  with  two 
bedrooms. 

(e)  Reduced  loan  amount — leaseholds. 
In  the  event  the  loan  is  secured  by  a 
leasehold  estate  rather  than  a  fee  simple 
estate,  the  allowable  cost  of  the  property 
which  may  be  included  in  the  loan  shall 
be  the  cost  of  the  leasehold  estate  (as  de¬ 
termined  by  HUD)  which  shall  in  all 
cases  be  less  than  the  cost  of  the  prop¬ 
erty  in  fee  simple. 

(f)  Adjusted  loan  amount — rehabili¬ 
tation  projects.  A  loan  amount  which 
involves  a  project  to  be  repaired  or  re¬ 
habilitated  shall  be  subject  to  the  follow¬ 
ing  additional  limitations: 

(1)  Property  held  in  fee.  If  the  Bor¬ 
rower  is  the  fee  simple  owner  of  the 
project,  the  maximum  loan  amount  shall 
not  exceed  100  percent  of  the  cost  of 
the  proposed  repairs  or  rehabilitation. 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  Borrower  owns  the  project 
subject  to  an  outstanding  indebtedness, 
which  is  to  be  refinanced  with  part  of 
the  Section  202  loan,  the  maximum  loan 
amount  shall  not  exceed  the  jost  of  re¬ 
pair  or  rehabilitation  plus  such  portion 
of  the  outstanding  indebtedness  as  does 
not  exceed  HUD’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion. 

(3)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  BoiTower 
and  the  purchase  price  Is  to  be  financed 
with  a  part  of  the  Section  202  loan,  the 
maximum  loan  amount  shall  not  exceed 
the  cost  of  the  repair  or  rehabilitation 
plus  such  portion  of  the  purchase  price 
as  does  not  exceed  HUD’s  estimate  of  the 
fair  market  value  of  such  land  and  im¬ 
provements  prior  to  the  repair  or  re¬ 
habilitation. 

(4)  Reduced  loan  amount — leaseholds. 
In  the  event  the  loan  is  secured  by  a 
leasehold  estate  rather  than  a  fee  simple 


estate,  the  allowable  cost  of  the  property 
which  may  be  included  in  the  loan  shall 
be  the  cost  of  the  leasehold  estate  (as 
determined  by  HUD)  which  shall  in  all 
cases  be  less  than  the  cost  of  the  prop¬ 
erty  in  fee  simple. 

(g)  Increased  mortgage  amounts — 
high  cost  areas. 

(1)  In  any  geographical  area  where 
the  Assistant  Secretary  finds  cost  levels 
so  require,  the  Assistant  Secretary  may 
increase,  by  not  to  exceed  50  percent,  the 
dollar  amount  limitations  set  forth  in 
§§  885.410  (c)  and  (d). 

(2)  If  the  Assistant  Secretary  finds 
that  because  of  high  costs  in  Alaska, 
Guam,  or  Hawaii  it  is  not  feasible  to 
construct  dwellings  without  the  sacrifice 
of  sound  standards  of  construction,  de¬ 
sign,  and  livability  within  the  limita¬ 
tions  of  -maximum  loan  amounts  pro¬ 
vided  in  this  section,  the  principal 
amount  of  mortgages  may  be  increased 
by  such  amounts  as  may  be  necessary  to 
compensate  for  such  costs,  but  not  to  ex¬ 
ceed  in  any  event  the  maximum,  includ¬ 
ing  high  cost  area  increases,  if  any, 
otherwise  applicable  by  more  than  one- 
half  thereof. 

(h)  The  loan  shall  be  secured  by  a  first 
mortgage  on  real  estate  in  fee  simple  or 
long-term  leasehold;  the  mortgage  shall 
be  for  a  term  not  to  exceed  40  years  and 
shall  be  subject  to  such  terms  and  con¬ 
ditions  as  shall  be  determined  by  the  As¬ 
sistant  Secretary. 

(i)  In  order  to  assure  HUD  of  the 
Borrower’s  continued  commitment  to 
the  development,  management  and  op¬ 
eration  of  the  project,  the  Assistant  Sec¬ 
retary  may  from  time  to  time  establish  a 
minimum  capital  investment  for  Section 
202  Borrowers.  Such  minimum  capital 
investment  is  hereby  initially  deter¬ 
mined  to  be  one -half  of  one  percent 
(0.5%)  of  the  mortgage  amount  com¬ 
mitted  to  be  disbursed,  not  to  exceed  the 
amount  of  $10,000.  Section  106(b)  loans 
made  pursuant  to  Section  106  of  the 
Housing  and  Urban  Development  Act  of 
1968  may  not  be  utilized  to  meet  the 
minimum  capital  investment  require¬ 
ment.  Such  minimum  capital  investment 
may  take  the  form  of  payments  by  the 
Borrower  out  of  the  Borrower’s  own  re¬ 
sources  towards  the  project  operating 
expenses  or  deficits  over  a  period  of  not 
to  exceed  three  years  from  initial  occu¬ 
pancy  of  the  project.  Any  such  funds  re¬ 
quired  to  be  put  up  as  a  minimum  capital 
investment  shall  be  held  by  HUD  or 
other  escrow  agent  acceptable  to  the  As¬ 
sistant  Secretary  for  the  aforementioned 
three  year  period  and  shall  be  used  for 
operating  expenses  or  deficits  as  may  be 
directed  by  the  Field  Office;  any  unex¬ 
pended  balance  remaining  in  the  mini¬ 
mum  capital  investment  account’ at  the 
end  of  the  three  year  period  shall  be  re¬ 
turned  to  the  Borrower. 

(Sec.  7(d).  Department  of  Housing  and  Ur¬ 
ban  Development  Act  (42  U.S.C.  3335(d)).) 

Issued  at  Washington,  D.C.,  October 
26,  1977. 

Lawrence  B.  Simons. 

Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 
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